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.a• .l-.l$ou'th ·cotaputeda non~.¢'4rri.l19chtu~'q*for one

ifrv.$~rvt r*.l-at;~ rate elem.ent., ~4;$ $pace eonstruetJ,on

~ar9* - per 10tl S9Uare Foot l'fQ{1u.l-$ ~ The depreaiat,ton

e~p~m.et eost of nlOn€fyana income tax $;~nse,the.. tnree

¢~n~mts of oapital costa, were diseounte.d over the llf@

ottha in;ve$'tmen.t" Whediscount rata is th$ I\Ulme as the

interest rate wed to calculate the cost. of money, 13,,34%,

and the temn is 44.7 years,'theSa1lle as the depreciable

.life"

Whe ¢niW- cp.rr$c.t'l; aureizatipn~l:iQ{1 for· dgv• .l-opingthe

pt-.sent worth ofa cap.ita.l-l,zad btvestment is the perWoG of

t.im.e overwbich the inves~ent lseapitali~ed" If, for

e¥atllplel th. cap.italeos't:::s of an lnvastmanf:. are developed

over 44 »7 y*ars, as in tttis¢alUlh then the amortiaation

periodt'ordeV'eloping the prssent: worth should be 44,,7

years. ~en an inv.st~nt .is .capita;lized over 44" 7 years,

the ·ae:preclatione:ltpen$e i$spraad over the _a.m.e period" ;tn

order 'to-recover the ori(jinaJ. xnves'ttllent, then 44.7 ¥$&rs

mlJ$t beuseda$th$a::m.Q~t.izat!onpsr.iodfor developing the

pr$$ent. wonhdepreei.ation eXpen$s &$ wf$ll as· the· ot.her

oapital cost$"

As nlentloned 4bove, t.heonly C$$'l;Bel.l$outh used .intha

cal¢U1.&tion for thf$ nOn$$Cl1rring. enarye of the ··E!S Spaoe

construction Charge -per 100 Square Foot. itodule ·other.t.ban



Q~pr.¢i.at±Qn ·e_~~ ~M ~$t. Qf.rt~¥Waa income tax ~ mn.
cost ·ott· llQnSY',·a .oa.pi~.l oo~:tt t is CO$pt')••d. of ·d$};)'tand

e~±ty .·.finaneing ~ Vebt.·finaneing· is ta-xd,_dnctiole .bUt the

eqqity ·pon.ton must be. pa.tdfIt'olnearnings x $arninga. are

t.axe&tboth the atat.aand fed'$ral levels" t.rh~$foret

income. tax is a va.1id·coa't, that is incurred When.all

invGstmGnt is da~i..ta.1ized~

APP.endi>.:·A Q~n$'trata$tb~t ]'f inca•• ·tax ·is~$¢.1.ua~

$rO$·the d±scount~ .valueea1.eulatiofi,'tne co.any 4oa$not

~t.e.coverall its CO$t:$~ mnal:e is aSf1Qrtfall becauasth-e t.a:k

d$p:reefatiQtle~nsemU$'t })e. spread over the tax life oftne

inY$ia-t;ment and &$ a :result if revanueedo notmatche~n~Mi~$

then i..ncome tax 1eincurred.,


